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Independent Auditors Report

To the Board of Directors

Comprehensive Programs Inc

D/B/A CPI Capital

We have audited the accompanying statement of financial condition of Comprehensive Programs Inc D/B/A

CPI Capital Inc as of December 31 2011 This financial statement is the responsibility of the Companys
management Our responsibility is to express an opinion on this financial statement based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement An audit includes examining on

test basis evidence supporting the amounts and disclosures in the financial statements An audit also

includes assessing the accounting principles used and significant estimates made by management as

well as evaluating the overall financial statement presentation We believe that our audit provides

reasonable basis for our opinion

In our opinion the financial statement referred to above present fairly in all material respects the financial

position of Comprehensive Programs Inc D/B/A CPI Capital Inc as of December 31 2011 in conformity

with accounting principles generally accepted in the United States of America

fc
Princeton New Jersey

February 16 2012

WithumSmithBrown is member of HLB International world-wide network of independent professional accounting firms and business advisers



Comprehensive Programs Inc

DIBIA CPI Capital

Statement of Financial Condition

December 31 2011

Assets

Cash and cash equivalents 10818
Certificate of deposit 70786
Restricted cash 26593

Commissions and other fees receivable 41951

Prepaid expenses and other assets 6519

Due from parent 385214

541881

Liabilities and Stockholders Equity

Liabilities

Accrued commissions payable to agents 30028
Accounts payable and accrued expenses 1185

Total liabilities 31213

Stockholders equity

Common stock no par 1000 shares

authorized 100 shares issued and outstanding 100

Additional paid-in capital 50000

Retained earnings 460568

Total stockholders equity 510668

541881

The Notes to Financial Statements are an integral part of this statement



Comprehensive Programs Inc

0/B/A CPI Capital

Notes to Statement of Financial Condition

December 31 2011

Summary of Significant Accounting Policies

Significant accounting policies followed by the Company in the preparation of the accompanying financial

statements are summarized below

Nature of Business Operations

The Company is registered broker-dealer under the Securities Exchange Act of 1934 as amended and

member of the Financial Industry Regulatory Authority Inc FINRA The Company brokers securities

transactions for investment mutual funds 49% variable life insurance 1% annuity products 30% and

provides investment advisory services 20% The percentages represent share of total commission revenue

for the year ended December 31 2011

The Company is 100% owned subsidiary of Comprehensive Insurance Programs Inc whose principal

business activity is brokering insurance products that do not have an investment aspect

Cash equivalents

Cash equivalents consist of certificates of deposit maturing within three months

Revenue Recognition

Investment advisory fees calculated as percentage of assets under management are recognized ratably

over the term of the contract These fees are collected by custodian and remitted to the Company Fees

for financial planning services calculated on an hourly basis are recognized as the services are provided

Fees received in advance and not yet earned are recorded as unearned fees on the statement of financial

condition Commissions are recognized as income based on the trade date of the transaction

Commissions Receivables

Commissions receivable represent amounts due from the Companys clearing firm and other mutual fund

companies for securities transactions that were traded prior to the year end Commissions receivable are

stated at the full amount of the commissions and other servicing fees charged to its customers to broker

securities transactions The Company considers commissions receivable to be substantially all collectible

Accordingly no allowance for doubiful accounts is required at December 31 2011

Income taxes

The Company has elected corporation status for federal and state purposes Earnings and losses are

included in the income tax return of the stockholder and taxed depending on its tax situation Accordingly the

Company does not incur income tax obligations and the financial statements do not include provision for

income taxes

The Company adopted the application of Accounting for Uncertainty in Income Taxes for its fiscal year

beginning January 2009 Upon adoption of this accounting pronouncement the Company had no

unrecognized tax benefits Furthermore the Company had no unrecognized tax benefits at December 31
2011 In addition the Organization has no income tax related penalties or interest for the period in

question

The Company files tax returns in the U.S federal jurisdiction and New Jersey The Company files its

federal return as part of group that files consolidated tax return with its parent company The

Company has no open years prior to December 31 2008

Use of Estimates

The presentation of financial statements in conformity with generally accepted accounting principles requires

management to make estimates and assumptions that affect the reported amounts of assets and liabilities

and disclosures of contingent assets and liabilities at the date of financial statements and the reported

amounts of revenue and expenses during the reporting period Actual results could differ from these

estimates



Comprehensive Programs Inc

D/B/A CPI Capital

Notes to Statement of Financial Condition

December 31 2011

Concentrations

At December 31 2011 commissions receivable from one company represented 55% of total commission

and other fees receivable Three broker/dealer representatives received approximately 83% of total

commission expenses during the year

The Company maintains its cash balances in several accounts at one financial institution Accounts at

the institution are insured by the Federal Deposit Insurance Corporation up to $250000 Balances in the

accounts at times exceed the insurable limit Since the Company maintains its cash balances at high

quality credit institution it does not believe it is exposed to any significant credit risk on its cash balances

Related Party Transactions

The Company and its parent make non-interest bearing advances to each other for working capital purposes

as required The amount due from its parent was $385214 at December 31 2011 The parent provides

certain services to the Company for which it is charged management fees The parent charged the Company
for portion of certain shared operating expenses such as rent telephone and office expenses The parent

reimbursed the Company for commission expenses

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule rule 15-c3-

which requires the maintenance of minimum net capital and that the ratio of aggregate indebtedness to

net capital both as defined shall not exceed 15 to As of December 31 2011 the Company had net

capital of $105420 which was $55420 in excess of the required net capital of $50000 The Companys net

capital ratio was .30 to at December 31 2011

Restricted Cash

The Company maintains depository account with its clearing brokers in the amount of $26593 at

December 31 2011 pursuant to its clearing agreements

Retirement Plan

The Company has defined contribution 401k plan Substantially all employees are eligible to participate

Regulation

The Company is registered as broker-dealer with the SEC The securities industry in the United States is

subject to extensive regulation under both federal and state laws The SEC is the federal agency responsible

for the administration of the federal securities laws Much of the regulation of broker-dealers has been

delegated to self-regulatory organizations such as the Financial Industry Regulatory Authority FINRA
which has been designated by the SEC as the Companys primary regulator These self-regulatory

organizations adopt rules subject to approval by the SEC that govern the industry and conduct periodic

examinations of the Companys operations The primary purpose of these requirements is to enhance the

protection of customer assets These laws and regulatory requirements subject the Company to standards of

solvency with respect to capital requirements financial reporting requirements record keeping and business

practices

Securities firms are also subject to regulation by state securities administrators in those states in which they

conduct business



Comprehensive Programs Inc

DIBIA CPI Capital

Notes to Statement of Financial Condition

December 31 2011

Fair Value

Effective January 2008 the Company adopted pronouncements on Fair Value Measurements

Subsequent pronouncements provided one year deferral of the effective date for non-financial assets and

non-financial liabilities except for those that are recognized or disclosed in the financial statements as fair

value at least annually Therefore the Company has adopted the pronouncements with respect to its

financial assets and liabilities only The pronouncements define fair value establish framework for

measuring fair value under generally accepted accounting principles and enhance disclosure about fair value

measurements Fair value is defined under the pronouncements as the exchange price that would be

received for an asset or paid to transfer liability an exit price in the principal or most advantageous market

for the asset or liability in an orderly transaction between market participations on the measurement date

Valuation techniques used to measure fair value under the pronouncements must maximize the use of

observable inputs and minimize the use of unobservable inputs The standard describes fair value

hierarchy based on three levels of inputs of which the first two are considered observable and the last

unobservable that may be used to measure fair value are the following

Level Quoted prices in active markets for identical assets or liabilities

Level Inputs other than Level that are observable either directly or indirectly such as quoted

prices for similar assets or liabilities quoted prices in markets that are not active or other inputs that

are observable or can be corroborated by observable market data for substantially the full term of the

assets or liabilities

Level Unobservable inputs that are supported by little or no market activity and that are

significant to the fair value of the assets or liabilities

In accordance with the pronouncements the following table represents the Companys fair value hierarchy for

its financial asset measured at fair value on recurring basis as of December 31 2011

Level Total

Certificate of deposit 70786 70786

Subsequent Events

The Company evaluated subsequent events through February 22 2011 which is the date the financial

statements were available to be issued Based on this evaluation the Company has determined that no

subsequent events have occurred which require disclosure in the financial statements
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Independent Auditors Report on
Internal Control Required by SEC Rule 17a-5g1

for Broker-Dealer Claiming an Exemption from Rule 15c3-3

To the Board of Directors

Comprehensive Programs Inc

D/B/A CPI Capital

In planning and performing our audit of the financial statements and supplemental schedule of

Comprehensive Programs Inc D/B/A CPI Capital the Company as of and for the year ended December

31 2011 in accordance with auditing standards generally accepted in the United States of America we
considered the Companys internal control over financial reporting internal control as basis for designing

our auditing procedures for the purpose of expressing our opinion on the financial statements but not for the

purpose of expressing an opinion on the effectiveness of the Companys internal control Accordingly we do

not express an opinion on the effectiveness of the Companys internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SEC we have made
study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital under Rule 17a-3a11 and for

determining compliance with the exemptive provisions of Rule 15c3-3 Because the Company does not

carry securities accounts for customers or perform custodial functions relating to customer securities we
did not review the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation

of differences required by rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs previously mentioned objectives Two of

the objectives of internal control and the practices and procedures are to provide management with

reasonable but not absolute assurance that assets for which the Company has responsibility are

WithumSmith-iBrown is member of HLB international world-wide network of independent professional accounting firms and business advisers



J3
safeguarded against loss from unauthorized use or disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit preparation of financial

statements in conformity with generally accepted accounting principles Rule 17a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control or the practices and procedures referred to above errors or

fraud may occur and not be detected Also projection of any evaluation of them to future periods is subject to

the risk that they may become inadequate because of changes in conditions or that the effectiveness of their

design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect and correct misstatements on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet important

enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs

and would not necessarily identify all deficiencies in internal control that might be material weaknesses We
did not identify any deficiencies in internal control and control activities for safeguarding securities that we
consider to be material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes Based

on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2011 to meet the SECs

objectives

This report recognizes that it is not practicable in an organization the size of CPI Capital to achieve all the

divisions of duties and cross checks generally included in an internal control and that alternatively greater

reliance must be placed on surveillance by management

This report is intended solely for the information and use of the Board of Directors management the

SEC the Financial Industry Regulatory Authority Inc and other regulatory agencies that rely on Rule

17a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers

and is not intended to be and should not be used anyone other th these specified parties

Princeton NJ

February 16 2012


